COMMISSIONER’S

QUARTERLY ACTIVITY REPORT

July 1 - September 30, 1998

3RD QUARTER ACTIVITY

166 Workers Referred To Universities For
Medical Evaluations

798 Awards Rendered
1,428 Settlements Approved
11,869 Injuries Reported
1,059 Claims Filed
323 Reopenings
575 Appeals Filed

2nd Report Card Issued on Timely Filing
of First Reports

TIMELY FILING OF FIRST REPORTS.

On September 18, the second report card on
Timely Filing of First Reports was issued by DWC
benchmarking staff. This report card was based on
data dectronically received between July 1 and
December 31, 1997, prior to the establishment of
the Benchmarking Program. The impact of
benchmarking and carrier feedback cannot be fully
assessed until report cards are based on currently
transmitted data. It is our bdief that some improve-
ment will be evident after viewing the data eec-
tronically transmitted during 1998.

During the second half of 1997, over 400 carriers
reported 19,439 FOIs (first reports of injury) with
only 31% in compliance with timeliness standards
as compared to 20,637 with 38% in compliance

Walter W. Turner, Commissioner
KY Department of Workers Claims

during thefirst half of 1997. Carriers were directed to
respond within 45 days of receipt of the report card
and provide written explanation for apparent noncom-
pliance. Preparation of written responses has
prompted dialogue between the carriers and the
Department. From this feedback, the DWC has
discovered a number of common problems which
carriers are experiencing in filing timely reports: They
are
sinaccurate FEINsreported for both theinsurer
and thethird party administrator;
edataentry errors;
» management information systems problems
semployers delay ininforming carriers;
ecarriers uncertainty asto statutory filing require-
ments

The benchmarking process is designed to monitor the
activities of carrierstoimprove carrier performance.
The DWC has offered carriers additional toolsto aid in
EDI (dectronic datainterchange) reporting such asthe
Department’s web site and the publication, Kentucky
Detailed Code Manual. Additionally, the Department
offerstraining for carriersinterested inimproving
performance.

Currently, the Department is examining methods for
carrier ranking and reviewing report card responsesto
determineif additional modificationsto thereport card
process are needed. The next carrier report cards are
expected to be released early in 1999.

(See Benchmarking Program Timeline)

ENFORCEMENT OF COVERAGE.

During the third quarter, 165 citations were issued
against employers who did not have workers compen-
sation insurance policies in place. Penalties were
assessed in the sum of $208,450 in citation dollars and
$100,066.66 was collected. Enforcement administra-
tive costs for the quarter were $118,825.




CONSTITUENT SERVICES.
Specialistsassisted in 42 new claimfilings, 629
new disputeresolutions, and completed 435
successful mediations during thisquarter. Ombuds-
men and Specialistsfidded 8,385 requestsfor
assistance, comparedto 7,267 for last quarter.

ALJACTIVITY.

Administrative L aw Judges continueto decide
claimsupondenovoreview from Arbitrator benefit
review determinations and upon transfer of complex
claims prior to an initial arbitrator decision. In
thethird quarter of 1998, AL Js scheduled 123
formal hearings in these claims and also con-

REQUESTS FOR ASSISTANCE
OMBUDSMEN  SPECIALISTS ~ TOTAL
JUL 1579 1,545 3,124
AUG 1,746 1,327 3,073
SEPT 1,099 1,089 2,188
4,424 3,963 8,385

ducted informal prehearing conferencesasa
disputeresolutiontool. Two hundred, sixty-
two opinionswererendered by thejudges
duringthethird quarter. Inaddition, ALJs
presided at appeal hearingsfrom citations
issued by Commissioner Turner for Chapter
342 violations, rendered appeal decisionsin
casesfromtheFrankfort Arbitrator motion

ARBITRATORACTIVITY.

Arbitrators, inaccordancewith HouseBiIll 1,
remainthefirst leve of decisonmakinginclaims
resolution. Thisquarter, eight Arbitratorsand six
AdministrativeLaw Judges, actingasArbitrators
wereassigned 1059 new claims, held 1,306
benefit review conferences, rendered 536 benefit
review decisions, and prompted 374 settlements.
Activity wasdown dightly fromtheprevious
quarter.

Arbitratorsshall render awritten determination
uponall mattersat issuewithinninety daysof the
assignment of theclaim. Duringthisquarter, there
wereapproximately 318 claimsthat did not make
the 90 day deadline. Someof theseclaimswere
resolved after theexpiration of the90 day period;
however thevast majority of theseremainunre-
solved becausethey arebeing heldin abeyanceat
therequest of oneof theparties.

Accordingtothearbitrators, theclaimsassigned
thethird quarter tended to havemorethreshold
ISsues, e.g. causation, notice, and work-related-
ness. Additionally, someattorneys, bankingthat
KRS 342 will besubstantially revisedinather
1999 or 2000, appear to berductant to enter
into claimsettlements. Thisphenomenonmay
account for theslight decreaseinthenumber of
claimssettled thisquarter comparedtothe
previousone.

docket, and made presentations on various
legal topics before statewide seminarsto both lay
and attorney audiences.

In addition to their ongoing AL Jduties, half of
the judges serve as arbitrators on a six-month
rotation schedule. Thisrotationisin accordance
with KRS 342.230(3), “...the Commissioner
shall have the authority to assign the duties of an
Arbitrator to an ALJwho shall work in that
capacity as deemed necessary by the Commis-
sioner.” During thethird quarter, 586 cases
were assigned to Administrative Law Judges
acting as Arbitrators. Further, during thethird
quarter of 1998, the AL Js acting as Arbitrators
conducted 1306 benefit review conferences and
rendered 174 benefit review determinations.

EDI-POC.

The Coverage Branch, through the use of addi-
tional resources, achieved “same-day process-
ing” of the proof of coverage notices filed with
the Department through NCCI. During thissame
period staff were working to assist in the devel-
opment of adirect Internet solution for the proof
of coverage requirements. This option will be
made available free of charge to all carriers and
is expected to greatly increase the accuracy and
efficiency of this program. We anticipate an
implementation date of mid November for this
enhanced capability.



NCCI LOSSCOST FILINGS.

OnJuly 23, 1998, NCCI deliveredits 1998 L oss
Cost Filingwiththe Department of Insurance.
Overall, theimpact for non-coal mining classifica-
tionswasareduction of 3.7% fromthe September
1, 1997 filing. Subsequent to adoption of House
Bill 1in December 1996, NCCI has madethree
losscost filings containing acumul ativereduction of
25.2%for non-coal classifications.

PREMIUM & ASSESSMENTS.

With the assistance of the Workers Compensa-
tion Funding Commission, staff within DWC
Security & Compliance Division have tracked
the cost of theworkers compensation program
as measured by premium paid by insured em-
ployers and members of sef-insurance groups
and simulated premium established for sdf-
insured employers as per statutory formulas.
Also, taking into account the Special Fund
assessment, DWC projects a reduction in work-
ers compensation program costs from $1.1
billion in 1996 to $872 million by year end

1998.

PHYSICIANSFEE SCHEDULE.
Theoccurrenceof anumber of scenarioscould
beckonareversal of thedownwardtrendin
employer premiumduringthelater part of 1999.
Foremost of material mattersisadoptionby the
Commissioner of anew workerscompensationfee
scheduleeffectiveJanuary 1, 1999. Inrecent
months, theannual inflationratein health carecosts
hasapproached doubledigits. Thetrendingeneral
health carecostsispartially reflectedinthenew
physiciansfeeschedul e proposed by theCommis-

sioner based uponthework of DWC’ sconsultant,
PricewaterhouseCoopers. Usingthe1996 work-

erscompensation physiciansfeescheduleasthe
benchmark under thenew scheduleeffective
January 1, 1999, physiciansrembursementswill
increase8.9%. Theimpact of thisadjustmentis
ameliorated by thefact that changetakes placetwo
yearsafter theinflationinthemedical consumer

priceindex begantooccur. Moreover, thenewly
establishedrembursement leve swill remainin
placefor twoyearswhilemedical costinflation,
predictably, will continuetorise. Nonetheless, in
that paymentsfor medical servicesaccount for
approximately half of workerscompensation
benefit dollars, theeffect of thenew feeschedule
onemployer premiummay besignificant.

NATIONAL DEVELOPMENTS.

Observersof nationwidedevel opmentsinworkers
compensation predict theapproachingendtoa
“soft” insurancemarket wherein stiff competition
amongst carriersfor employer premiumdollarshas
drivendown premiumlevels. Combinedlossratio
(expenseratioof insurer coststorevenue) aresaid
tobeclimbing-- anindicator that workerscom-
pensation linesmay not beasprofitableasinthe
recent past. AccordingtoA.M. Best Co. Data,
1997’ scalendar-year combinedratiowas 101.8,
compared t0 99.7 for 1996. NCCI reportsa
1997 accident-year combinedratio of 115 com-
paredto 108 for theprior year.

Changesintheeconomy could alter workers
compensationlossesand affect rates. Common
thought adecadeagowasthat greater utilization of
theworkerscompensation programby workers
occurred during periodsof recessionandlayoff.
This* myth” waspurportedly dispeled by late 1980
studieswhich demonstrated moreworkplace
injuriesduringfull employment becausemore
workerswereexposedtotherisk of injury over
longer work weeks. Y et, during the September
19981 AIABC (International Associationof Indus-
trial Accident Boardsand Commissions) Conven-
tion, thevast majority of statescurrently reported
declinesinnew workerscompensationclaimsas
well aslower premium, irrespectiveof statutory
changes. Takingall thesemattersintoaccount, it
would appear that Kentucky’ sworkers compensa-
tionratestructurewill remainreatively stable-- but
absent thesharp declinein premiumlevelswhich
took placefrom 1996 to 1998.



Budget Analysis

Fiscal Year 1998 - 99 as of September 30, 1998

Annual Budget

Percent of year lapsed

25.0%

Allotment
Personnel $11,724,000
Operating 3,150,000
Capital Equip. 120,000
Total $14,994,000

Spent as of 9/30/98 % Spent

$2,589,844.51 22%
473,443.61 15%

0 0%
$3,063,288.12 20%

CLAIM FILINGS.

Asshowninthechart below, 1,059 new claims
werefiledwithDWCinthethird quarter reflecting
rlativestability throughout theyear. Mathemati-
cally, projectingtoyearsend 1998, it appearsthat
4,559 claimswill befiled comparedto 4,981
during 1997. Declineshaveoccurredinthe
number of coal workerspneumoconiosisand
hearinglossclaimswhilethevolumeof injury
claimshasremained constant over ninequarters.

CLAIMS ACTIVITY THROUGH SEPTEMBER 1998

Jan-March | April - June SeJLtJ(Ia)r,n_ber Total - 3
98 98 p98 quarters
Injury 1116 1064 1007 3187
O.D. 27 27 19 73
RIB 28 21 9 58
Hearing 43 35 24 102
Loss
Total 1214 1147 1059 3420

REPORTSOFINJURY.

Throughthefirst threequartersof 1998, 36,725
First Reportsof Injury (FROI) havebeenfiledwith
DWC. Statistically, thisprojectsto 48,967 FROI
for calendar year 1998 ascomparedto44,736in
1997, 42,485in 1996 and 49,246 in 1995. We
bdievethat thenumber of injuriesreportedin 1996
may beananomaly occurring astheresult of
mandating that FROIsbefileddectronically
(through EDI) inthestandardformeat authorized

by thel AIABC. Somesdf-insured employers,
carriersand sdf-insurancegroupsencountered
difficulty inimplementing thistechnology andthe
reporting of injurieswasdeayed. Notethat the
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foregoing dataisindicativeof theyear inwhichthe
injury wasreported whichinsomeinstancesvaries
fromtheyear inwhichtheinjury actually occurred.
Duringthelast ninequarters, DWC hasemphasized
prompt reporting of injuriesto theextent of impos-
ing penaltiesagainst non-complaint entities. The
reasonfor asignificantly greater number of FROIs
beingfiledin 1998 versus 1997 meritsinvestigation.
Statutorily, only injuriescausinglost work timeof
morethan oneday areto bereportedto DWC.
Thereport istobefiled withinoneweek of the
employersknowledgeof anoccurrence.

SELF-INSURANCE.

During thethird quarter, the Sdf-Insurance Branch
auditors continued their examinations of theopera-
tions of the Kentucky School Board Sdlf-Insurance
Trust, completed thereview of KESA, and initiated
an examination of Workers Guardian Sdf-Insur-
ance Fund.

In addition to the sdf-insured group audits, the
Sdf-Insurance Branch is compl eting the backlog of
extensionsto re-certify sdf-insured companies.
Duetothemagjority of sdf-insuredsbeing recerti-
fied during Juneand July, the Branch experiences
an annual temporary backlog of approximatey two
months. Thereremain approximatey 25 sdf-
insured employersrequiring further analysisprior to
recertification.

KY Department of Workers Claims
Perimeter Park West, Building C
1270 Louisville Road
Frankfort, KY 40601
502.564.5550
http://mww.state.ky.us/agencies/labor/wrkclaim.htm



